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May  4,  1949- 


To  the  Stockholders: 

This,  the  twentieth  Annual  Report  of  your  Company,  shows  that  for  the 
fiscal  year  ended  January  31,  1949: 

1.  Sales  volume  established  a  new  high  record  of  $419,227,618,  an 

increase  of  $27,028,542  or  6.9%, 

2.  Earnings  for  the  year  were  $15,805,512— an  increase  of  $2,182,228. 

3.  Earnings  per  share  of  Common  Stock  were  $7.14  which  compares 

with  $6.20  for  the  preceding  year. 

4.  Merchandise  margin  improved  1.6  percentage  points.  The  expense 

rate  increased  by  .6  percentage  point. 

5.  Working  capital  increased  $4,351,848  to  $85,197,989.  There  were 

no  bank  loans  at  the  dose  of  the  year. 

6.  The  investment  in  customers’  accounts  receivable  increased  $7,238,- 

428.  The  increase  in  deferred  payment  accounts  was  $6,091,122. 

7.  Combined  merchandise  inventory  on  hand  and  outstanding  orders 

at  the  close  of  the  year  were  the  lowest  since  1944  and  were 
equivalent  to  110  days  sales. 

8.  Investments  in  property  and  equipment  increased  $5,104,054  and 

advances  to  a  realty  company  subsidiary  increased  $1,512,170. 

9.  Dividends  of  $3.00  per  share  on  the  Common  Stock  and  $4,00 

per  share  on  the  Preferred  Stock  were  paid. 

10.  Common  Stockholders’  equity  increased  $10,585,932  or  from 
$35.49  to  $39.94  per  share. 

A  tabic  of  contents  outlines  the  scope  and  content  of  this  report  which  is 
submitted  with  an  expression  of  appreciation  for  the  cooperation  and  efforts 
of  fellow  executives  and  co-workers  of  Allied,  for  the  continued  support  and 
confidence  of  the  stockholders,  and  for  the  patronage  of  the  millions  of  cus¬ 
tomers  who  have  made  these  results  possible. 


Respectfully  submitted, 


President. 
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Sales  and  Earnings 


Retail  Sales: 

Sales,  $419,227,618,  were  again  the  highest  in  the  history  of  the  Com¬ 
pany  and  approximately  twenty-seven  million  dollars  or  6.9%  greater  than 
in  the  preceding  year.  Of  this  twenty-seven  million  dollar  sales  increase,  ten 
and  three  quarters  million  dollars  resulted  from  the  acquisition  of  additional 
units  during  the  periods  compared,  while  the  remainder  represents  increases 
in  the  sales  of  stores  owned  throughout  the  two  year  period  ended  January 
31,  1949-  Sales  volume  compared  with  the  years  immediately  preceding  fol¬ 


lows  : 

%  Increase 

1948 .  $419,227,618  6.9 

1947 .  392,199,076  8.4 

1946 .  361,712,370  28.4 

1945 .  281,602,454  16.4 

1944 .  241,923,628 


Earnings  and  Earnings  Trends: 

Earnings  after  federal  income  taxes  were  $15,805,512  for  the  year, 
compared  with  $13,623,284  for  the  preceding  year,  an  increase  of  $2,182,228. 
On  a  per  share  basis,  the  comparison  is  $7.14  against  $6.20  for  the  previous 
year.  The  following  tabulation  shows  earnings  before  provision  for  federal 
income  taxes  by  quarters  and  for  the  year  for  each  of  the  past  five  years. 
Provision  for  such  taxes  for  the  year  and  net  earnings  after  such  provisions 
are  also  shown: 


1944 

1945 

1946 

1947 

1948 

First  Quarter 

$5,091,297 

$7,251,009 

$8,660,830 

$3,817,404 

$4,971,127 

Second  Quarter 

4,317,520 

5,094,794 

6,696,300 

2,348,299 

3,461,294 

Third  Quarter 

6,920,818 

7,269,694 

9,028,888 

7,405,798 

7,484,807 

Fourth  Quarter 

7,000,772* 

7,854,904 

6,517,734 

7,225,962 

9,488,284 

Total  Year 

23,330,407 

27,470,401 

30,903,752 

20,797,463 

25,405,512 

Federal  Income 

Taxes 

16,100,000 

19,100,000 

12,525,000 

7,174,179 

9,600,000 

Consolidated 

Net  Earnings  $7,230,407 

$8,370,401 

$18,378,752 

$13,623,284 

$15,805,512 

*  After  deducting  loss  on  the  sale  of  real  estate  of  $2,463,526. 
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BENEFICIARIES  OF  ALLIED'S  OPERATIONS 


Disposition  of  Earnings: 

Regular  quarterly  dividends  of  seventy-five  cents  on  the  Company’s  Com¬ 
mon  Stock  and  one  dollar  on  its  Preferred  Stock  were  paid  throughout  the 
year.  The  first  quarterly  dividend  payable  during  the  year  on  the  Preferred 
Stock  was  declared  and  charged  prior  to  the  close  of  the  preceding  year. 
Dividend  declarations  during  the  year  of  $563,700  on  the  Company's  Preferred 
Stock  and  $6,272,744  on  its  Common  Stock  totaled  $6,83 6,444,  or  43%  of 
the  year's  earnings  of  $15,805,512.  The  balance  of  earnings  for  the  year, 
$8,969,068,  was  retained  for  use  by  the  Company  as  an  addition  to  stock¬ 
holders'  equity. 

Merchandise  Margin: 

Gross  margin  percentage  on  merchandise  sold  in  the  year,  32.2%,  was 
1.6  percentage  points  above  the  abnormally  low  figure  of  1947  and  approx¬ 
imately  the  same  as  for  the  year  1946.  The  1948  figure  of  32.2%  compares 
with  an  average  figure  of  34.3%  for  the  five  prewar  years,  1937-1941,  in¬ 
clusive.  Heavy  markdowns  taken  late  in  the  year  1948  to  force  holiday  busi¬ 
ness  and  reduce  inventory  investment  in  a  period  of  consumer  resistance  were 
responsible  in  part  for  a  continued  unsatisfactory  margin  performance.  The 
Company  continues  to  have  possibilities  for  substantial  improvement  in  this 
phase  of  its  operation. 

Operating  Expenses: 

With  an  increase  in  sales  for  the  year  of  $27,028,542,  operating  expenses 
increased  $9,145,541,  or  the  equivalent  of  33-8%  of  the  sales  increase.  This 
resulted  in  an  increase  in  the  Company’s  total  operating  expense  percentage 
from  25.3%  in  1947  to  25.9%  in  1948. 

Employee  Compensation: 

Of  the  nine  million  dollar  increase  in  operating  expenses,  six  million  two 
hundred  thousand  dollars  represented  increased  compensation  to  employees. 
This  resulted  from  an  increase  of  eight  hundred  in  the  average  number  of 
employees  and  an  increase  of  $170  per  annum  in  the  average  annual  com¬ 
pensation  per  employee.  The  continued  higher  trend  of  employees'  compensa¬ 
tion  and  the  gradual  shortening  of  the  hours  of  work  constitute  a  continuing 
upward  pressure  on  the  Company's  operating  costs.  Practically  all  of  the 
Company’s  executives  and  a  majority  of  its  other  employees  are  on  some 


AVERAGE  ANNUAL  WAGE  AND 
AVERAGE  NUMBER  OF  EMPLOYEES 

1939  -  1948 


This  chart  shows  the  average  number  of  Util-time  employees  during  the  year.  Employees  of  manufacturing 
and  leased  departments  are  not  included.  The  greatest  number  employed  at  any  one  time  during  1948,  includ¬ 
ing.  manufacturing  and  leased  departments  and  temporary  and  part-time  workers,  was  38,000. 
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form  of  bonus,  profit  sharing  or  commission  basis.  While  such  compensation 
arrangements  tend  to  increase  operating  costs  in  periods  of  expanding  sales 
and  profits,  they  also  result  in  automatic  decreases  in  costs  in  periods  of 
adversity. 

Fixed  Plant  Costs: 

The  principal  elements  of  fixed  plant  and  equipment  costs  are  rents  and 
depreciation.  As  additional  units  are  acquired,  total  rental  costs  increase.  The 
Company  continues  from  time  to  time  to  sell  real  estate  and  take  back  long 
term  leases  on  such  properties.  While  such  transactions  provide  additional 
working  capital,  they  result  in  increased  rental  costs. 

Many  of  the  store  properties  are  occupied  under  lease  arrangements 
which  provide  for  stated  minimum  rents  plus  bonus  rentals  based  on  a  per¬ 
centage  of  volume  in  excess  of  agreed  to  amounts.  Such  bonus  rentals  vary  in 
amount  from  year  to  year  as  the  sales  of  such  stores  fluctuate  upward  or 
downward.  In  periods  of  expanding  sales  volume,  the  Company's  rental  costs 
are  increased  by  such  arrangements.  On  the  other  hand,  these  bonus  rents 
decrease  automatically  if  sales  volume  declines  thereby  contributing  to  the 
necessary  expense  reduction  requirements  of  such  a  period. 

Rentals  for  the  year  amounted  to  $8,272,006  of  which  $356,301  was 
paid  to  Alstores  Realty  Corporation,  a  non-consolidated  subsidiary.  Of  the 
total  rent  payments,  $2,628,950  represented  bonus  rentals  payable  on  sales 
volume  obtained  in  excess  of  the  stated  minimum  amounts  provided  for  in  the 
leases. 

The  increase  in  the  Company's  investment  in  fixed  plant  and  equipment 
has  been  in  the  store  fixtures  and  equipment  and  the  improvements  to  leased 
property  classifications.  These  require  relatively  high  percentage  provisions  for 
depreciation.  Provision  for  depreciation  for  the  year,  $2,684,755,  was  $853,209 
greater  than  for  the  previous  year. 

Other  Costs : 

Most  operating  expenses,  other  than  taxes  and  those  items  discussed 
above,  may  be  controlled  directly.  To  a  substantial  degree,  they  may  be  ex¬ 
pected  to  fluctuate  upward  or  downward  with  sales  volume.  Their  use  is 
related  to  sales  volume  and  their  costs  generally  follow  the  trend  of  price 
levels  of  the  merchandise  the  Company  sells. 
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Working  Capital 


Cash  at  the  dose  of  the  year  of  $9*992,512  compares  with  $15,009,775 
at  the  close  of  the  previous  year.  The  year  end  ratio  of  current  assets,  $123r 
375,123,  to  current  liabilities,  $38,177,134,  was  3.2  to  1,  the  same  as  at  the 
close  of  the  previous  year. 

Net  current  assets— current  assets  minus  current  liabilities— at  the  close 
of  the  year  were  $85,197,989.  This  represents  an  increase  of  $4,351,848  over 
the  net  current  asset  figure  reflected  by  the  balance  sheet  at  the  close  of  the 
previous  year.  Of  this  increase,  $875,655  is  attributable  to  changes  from  ac¬ 
counting  practices  formerly  followed  regarding  the  classification  of  certain 
balance  sheet  items.  Most  of  these  changes  in  balance  sheet  item  classification 
were  made  to  conform  to  recent  recommendations  of  the  American  Institute 
of  Accountants. 

Net  current  assets— current  assets  minus  current  liabilities— at  the  close 
of  each  of  the  last  five  years,  and  the  percentage  of  such  assets  to  the  sales 
volume  of  the  year  follow: 

Net  Current  Assets  %  to  Sales 


1948 .  $85,197,989  20.3 

1947.,.,, .  80,846,141  20.6 

1946 .  64,913,564  17.9 

1945 . 48,596,265  17.3 

1944 . 46,447,248  19.2 


The  Company's  current  asset  position  is  adequate  to  meet  present  re¬ 
quirements.  Further  growth  in  the  Company’s  total  business  or  a  significant 
expansion  of  its  deferred  payment  account  activity  would  be  accompanied  by 
a  need  for  additional  working  capital.  Retained  future  earnings  from  such 
sales  may  meet  this  need.  The  Company  is  also  considering  the  advisability 
of  reverting  to  its  former  practice  of  financing  a  part  of  its  deferred  payment 
accounts  on  a  self  liquidating  basis  by  the  sale  or  pledge  of  such  accounts. 

Accounts  Receivable: 

Customers’  accounts  receivable  (net)  at  the  close  of  the  year,  $51,878,- 
856,  were  $7,238,428  greater  than  at  the  beginning  of  the  year.  This  net 
increase  was  composed  of  increases  in  current  accounts,  $2,712,256,  and  in 
deferred  payment  accounts,  $6,091,122,  less  an  increase  in  allowance  for  losses 
on  collection  and  for  deferred  carrying  charges,  $1,564,950. 
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The  increase  in  customers'  current  accounts  was  8 .6%  which  compares 
with  a  sales  increase  of  6.9%.  Deferred  payment  accounts  increased  41.2% 
due  to  the  relatively  free  supply  for  the  first  time  in  many  years  of  the  types 
of  merchandise  usually  sold  on  a  deferred  payment  basis.  The  increase  in  de¬ 
ferred  payment  accounts  would  have  been  even  greater  if  federal  controls 
had  nor  been  reimposed  during  the  fall  season.  The  liberalization  of  these 
controls  that  has  occurred  since  the  end  of  the  year  will  result  in  further  in¬ 
creases  in  the  Company's  investment  in  customers'  deferred  payment  accounts. 
Historic  percentage  relationships  between  customers’  deferred  payment  ac¬ 
counts  and  annual  sales  volume  have  not  yet  been  attained  in  the  postwar 
period. 

inventories: 

Merchandise  inventories  at  the  close  of  the  year,  $53,759,200,  were 
$929,117  greater  than  at  the  beginning  of  the  year.  Stores  opened  or  acquired 
during  the  year  had  inventories  at  the  close  of  the  year  of  slightly  less  than 
one  and  one-half  million  dollars.  On  a  comparable  store  basis,  inventories  at 
the  close  of  the  year  were  approximately  one-half  million  dollars  less  than 
at  the  beginning  of  the  year  and  represented  an  82  day  supply  based  on 
expected  sales.  Outstanding  orders  at  the  close  of  the  year  represented  28 
days’  supply.  The  total  of  inventories  and  outstanding!  orders,  at  the  close  of 
the  year  represented  110  days  supply  based  on  expected  sales.  In  dollar 
amount,  the  combined  inventory  and  open  order  figure  was  the  lowest  at  the 
close  of  the  year  it  has  been  since  the  close  of  1944,  a  year  when  the  Company’s 
annual  sales  volume  was  $241,923,628  or  42%  less  than  in  1948. 

Merchandise  inventories  generally  were  valued  net  of  all  discounts.  In¬ 
ventories  in  the  stores  were  valued  at  the  lower  of  cost  or  market  as  reflected 
by  the  retail  inventory  method,  and,  as  has  been  the  case  since  January  31, 
1942,  by  applying  the  "last-in,  first-out"  principle  for  certain  inventories.  As 
a  result  of  the  application  of  this  principle,  the  Company  valued  part  of  its 
investment  in  inventories  at  price  levels  prevailing  at  January  31,  1941  and 
other  parts  at  price  levels  prevailing  at  the  close  of  subsequent  years. 

Price  levels  at  the  close  of  the  year  closely  approximated  those  prevailing 
at  the  beginning  of  the  year.  Application  of  the  "last-in,  first-out"  principle 
resulted  in  an  increase  in  profits  of  $32,792  for  the  year.  Inventories  at  the  dose 
of  the  year  were  valued  $5,441,976  less  than  they  would  have  been  had  the 
"last-in,  first-out"  principle  of  valuation  not  been  used. 
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Fixed  Plant  and  Equipment 

The  Company’s  investment  in  fixed  assets  at  the  close  of  the  year, 
$37,9S9>l46,  consisting  of  land,  buildings,  improvements  to  leased  property, 
equipment,  fixtures  and  improvements  in  process,  increased  $5,104,054  during 
the  year.  Improvements  to  leased  property,  $12,627,711,  increased  $4,316,760  ; 
store  fixtures  and  equipment,  $14,836,151,  increased  $3,444,003;  and  improve¬ 
ments  in  process,  $7,711,450,  increased  $3,935,605.  These  net  increases  were 
offset  in  part  by  net  decreases  in  investment  in  land  of  $2,445,693  to  $2,053,778 
and  in  buildings  of  $4,146,621  to  $760,056. 

The  foregoing  increases  and  decreases  represent  the  net  differences  be¬ 
tween  the  figure  at  the  beginning  of  the  year  and  at  its  close.  Gross  additions 
to  fixed  plant  and  equipment  during  the  year  amounted  to  $16,146,362.  These 
were  offset  in  part  by  depreciation  charged  to  expense,  $2,684,755;  sales  of 
miscellaneous  equipment  and  fixture  items,  $150,009;  and  the  sale  of  twenty- 
three  parcels  of  real  estate,  $8,207,544. 

The  selling  price  of  this  real  estate  closely  approximated  its  depreciated 
carrying  value.  The  purchaser  secured  an  insurance  company  bond  issue  of 
$7,555,000  secured  by  the  real  estate.  Subsequently,  the  purchaser  sold  the 
properties,  subject  to  the  bond  issue,  to  Alstores  Realty  Corporation  at  approxi¬ 
mately  the  purchaser’s  cost  price.  Neither  the  Company  nor  Alstores  Realty 
Corporation  assumed  liability  of  the  bonds.  The  twenty-three  parcels  of  real 
estate  included  land  held  for  future  development,  parking  lots,  warehouses, 
store  building  annexes  and  the  main  store  buildings  in  St.  Petersburg,  Boise, 
and  Ogden.  The  stores  continue  in  possession  of  the  properties  under  long¬ 
term  leases  which  are  guaranteed  by  the  Company. 

The  major  fixed  plant  and  equipment  expenditures  made  during  the  year 
included: 

1.  Completion  of  building  and  modernization  programs  in 

process  at  the  beginning  of  the  year  by  Maas  Brothers, 

Inc.,  St.  Petersburg,  Joske’s  of  Houston  and  B.  Gertz,  Inc., 
Jamaica,  N.  Y. 

2 .  New  buildings  under  construction  at  the  close  of  the  year  by 

Jordan  Marsh  Company,  Boston,  Herpolsheimer  Com¬ 
pany,  Grand  Rapids,  and  The  Meyer's  Company,  Greens¬ 
boro. 
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3-  Substantial  building  and  equipment  modernization  pro¬ 
grams  by  L.  S.  Donaldson  Company,  Minneapolis,  and  the 
C  C  Anderson  Stores  Company,  Boise  and  Twin  Falls. 

4.  The  acquisition  of  new  units  in  Columbus,  Ohio  and  Warren, 
Pennsylvania. 

Current  Construction : 

Subsequent  to  the  close  of  the  year,  The  Meyer's  Company  has  completed 
its  new  building.  The  buildings  under  construction  by  Jordan  Marsh  Company 
and  Herpolsheimer  Company  and  the  major  building  rehabilitation  and  mod¬ 
ernization  programs  of  L.  S.  Donaldson  Company  and  The  Lindner  Company, 
will  be  completed  by  early  autumn,  1949- 

Building  operations  were  started  on  a  major  branch  store  for  The  Bon 
Marche,  Seattle,  subsequent  to  the  end  of  the  year.  This  will  include  over  two 
hundred  thousand  square  feet  or  almost  five  acres  of  floor  space.  The  building 
constitutes  a  part  of  a  shopping  center  development  in  the  northern  part  of 
Seattle,  known  as  Northgate.  It  is  estimated  that  approximately  twelve  million 
dollars  in  total  will  be  spent  in  the  creation  of  this  shopping  center.  The  Com¬ 
pany  will  spend  approximately  three  million  of  this  amount  on  the  facilities  of 
The  Bon  Marche  branch. 

Construction  Financing: 

When  work  now  in  process  is  completed  on  the  buildings  of  The  Bon 
Marche— Northgate,  L.  S.  Donaldson  Company,  Herpolsheimer  Company  and 
The  Meyer's  Company,  the  Company's  investment  in  such  land  and  buildings 
will  approximate  twelve  million  dollars.  Approximately  ten  million  dollars 
of  insurance  company  long-term  financing  based  on  such  land  and  buildings 
is  available  upon  completion  of  rhis  construction  work. 
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Acquisitions 


Metzger-W right  Company ,  Warren,  Pennsylvania : 

Early  in  1948,  the  Company  purchased  all  of  the  capital  stock  of  the 
above  named  company.  This  purchase  was  made  through  a  subsidiary,  the 
A.  E.  Troutman  Company,  which  previously  operated  six  junior  department 
stores  in  western  Pennsylvania.  The  purchase  price  of  $400,000  represented 
the  net  asset  value  of  the  company,  as  reflected  by  a  certified  balance  sheet, 
and  was  paid  in  cash.  Subsequently,  the  acquired  company  was  dissolved  and 
the  store  is  being  operated  as  the  seventh  unit  of  the  Troutman  group.  Opera¬ 
tions  since  date  of  acquisition  indicate  that  this  unit  will  be  a  profitable 
addition  to  the  western  Pennsylvania  group  of  junior  department  stores. 

The  Fashion  Company ,  Columbus }  Ohio : 

In  September,  1948,  Allied  exchanged  34,015  shares  of  its  Common  Stock 
for  all  of  the  assets  of  the  above  mentioned  company  and  assumed  its  liabilities. 
The  real  estate  used  by  the  store  is  occupied  under  a  long-term  lease  and  a 
ground  rent.  The  property  is  separated  by  a  narrow  street  from  the  property 
occupied  by  a  subsidiary  of  the  Company,  The  Morehouse-Martens  Company. 
The  Fashion  Company  is  still  being  operated  as  an  individual  unit.  It  is  con¬ 
templated  that  at  some  future  date,  the  two  operations— The  Morehouse- 
Martens  Company  and  The  Fashion  Company— will  be  merged  into  a  single 
operation.  It  is  believed  that  the  combined  operations  will  enable  the  Company 
to  operate  more  advantageously  in  the  central  Ohio  area. 

]oske’s  of  Houston ,  Texas; 

The  Company’s  plans  to  establish  a  new  unit  in  Houston,  Texas,  special¬ 
izing  in  home  decorations  and  furnishings,  were  mentioned  in  an  earlier  report. 
This  store  was  opened  in  October,  1948.  Its  immediate  acceptance  by  the  con¬ 
sumers  of  Houston  placed  it  at  once  as  one  of  the  top-ranking  home  furnishings 
stores  in  America.  It  is  also  recognized  as  one  of  the  most  beautiful. 

The  Sterling  &  Welch  Company ,  Cleveland \  Ohio: 

The  Company’s  plans  to  merge  the  exclusive  women’s  specialty  shop  busi¬ 
ness  of  The  Lindner  Company  and  the  high  grade  men’s  business  of  The  W.  B. 
Davis  Company  into  one  unit  to  be  located  in  the  newly  modernized  building  at 
Euclid  Avenue  and  Thirteenth  Street,  Cleveland,  Ohio,  have  been  discussed  in 
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a  previous  report.  With  modernization  and  fixturing  work  approaching  com¬ 
pletion  it  is  expected  that  these  stores  will  be  moved  into  their  new  location 
before  early  autumn,  1949. 

Adjoining  the  real  estate  mentioned  above  and  facing  93  feet  on  Euclid 
Avenue,  is  the  home  of  The  Sterling  &  Welch  Company,  a  store  that  for  many 
decades  has  been  generally  recognized  as  one  of  the  country’s  largest  and  finest 
stores  specializing  in  home  furnishings  and  home  decoration.  The  Company  is 
now  in  the  process  of  consummating  a  transaction  whereby  it  will  exchange 
27,989  shares  of  its  own  unissued  Cumulative  4%  Preferred  Stock  for  2,153 
shares  of  the  Capital  Stock  of  The  Sterling  &  Welch  Company.  The  Sterling  & 
Welch  stock  so  acquired  will  represent  67.7%  of  all  of  the  capital  stock 
outstanding  of  that  company. 

This  Sterling  &  Welch  Company  transaction,  when  completed,  gives  the 
Company  ownership  or  control  of  a  majority  of  the  dry  block  lying  between 
Twelfth  and  Thirteenth  Streets  facing  on  Euclid  Avenue,  Cleveland.  It  also 
gives  the  Company  ownership  or  control  of  three  outstanding  specialty  shops 
in  Cleveland,  specializing  in  apparel  for  women  and  children,  apparel  for  men 
and  boys,  and  furnishings  and  decorations  for  the  home.  Existing  physical  plant 
and  facilities  are  adequate  to  provide  for  the  development  of  these  three  busi¬ 
nesses  into  a  coordinated  department  store.  Adequate  space  for  future  growth 
and  development  is  also  provided. 

General: 

The  Company  operates  twenty-eight  department  stores,  forty-four  junior 
department  stores  and  branches,  and  seven  specialty  stores  carrying  only  lim¬ 
ited  lines  of  merchandise— a  total  of  seventy-nine  units.  This  compares  with 
twenty-seven  units  in  1934.  Stores  acquired  in  the  fifteen  year  period  since 
1934  produced  one-third  of  the  past  year’s  sales  volume.  While  the  Company 
has  never  followed  an  aggressive  expansion  policy,  it  has  always  given  con¬ 
sideration  to  favorable  opportunities  to  acquire  desirable  units.  A  majority 
of  such  acquisitions  have  been  on  a  basis  of  exchange  of  either  the  Preferred 
or  Common  Stock  of  the  Company  for  all  of  the  capital  stock  or  the  assets  of 
the  store  acquired.  It  is  expected  that  these  practices  will  he  continued. 
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Year  End  Outlook 


The  year  1948  marked  the  end  of  important  shortages  in  the  supply  of 
consumer  merchandise.  As  supply  has  equalled  and  exceeded  demand,  artificial 
cost  factors,  speculative  profits,  and  abnormal  margins  have  been  minimized 
or  eliminated.  Competitive  pressures  and  consequent  downward  price  adjust¬ 
ments,  which  have  been  common  in  most  textiles  over  the  past  many  months, 
are  now  occurring  in  the  consumer  durable  goods  lines.  An  orderly  reduction 
of  the  general  price  levels  of  consumer  goods  is  the  best  method  of  spreading 
the  advantages  of  our  economic  system  to  all  of  the  people.  It  is  highly  desir- 
able  in  this  postwar  adjustment  period.  Much  has  been  accomplished  in  this 
respect.  Progress  continues  and  may  well  do  so  for  many  months. 

Employment  continues  at  a  high  rate  and  at  high  wage  levels.  Consumer 
purchasing  power,  therefore,  continues  at  a  very  satisfactory  level.  While  the 
consumer  is  aware  of  the  trend  in  price  levels  and  is  buying  cautiously,  physical 
consumption  is  holding  or  increasing  slightly.  Some  further  downward  revi¬ 
sions  of  prices,  if  followed  by  a  more  confident  buying  attitude  on  the  part  of 
the  consumer,  might  well  result  in  an  increased  physical  consumption. 

An  increase  in  physical  consumption  is  a  necessity  if  dollar  retail  sales 
are  to  be  maintained.  It  appears  unlikely  that  physical  consumption  will 
increase  sufficiently  to  result  in  general  dollar  sales  increases  of  a  substantial 
character.  The  outlook  for  the  retailer  is,  therefore,  one  of  having  to  handle 
an  increase  in  physical  volume  in  order  to  approximate  prior  years’  dollar  sales. 
This  means  either  improved  efficiency  or  increased  expense  percentages. 

There  is  a  definite  probability  that  the  retailers’  wage  costs  will  be  in¬ 
creased  as  a  result  of  federal  wage  and  hour  legislation.  There  are  also  other 
factors  exerting  upward  expense  pressures  in  the  form  of  reduced  hours  of 
labor  and  increased  wage  levels.  These  factors,  together  with  the  necessity  of 
handling  extra  physical  volume  to  maintain  dollar  sales  volume,  constitute 
the  chief  earnings  hazards  of  1949.  Increasing  merchandise  margin  by  more 
judicious  merchandising  is  a  possibility  but  difficult  of  attainment  in  a  period 
of  receding  price  levels. 

It  does  not  appear  probable  that  the  quite  satisfactory  earnings  record  of 
1948  will  be  duplicated  in  1949-  The  probable  decline,  however,  may  be  held 
within  reasonable  limits  by  increased  efficiency  of  operation,  improved  mer¬ 
chandising,  and  an  intensified  sales  approach  directed  toward  increasing  the 
physical  volume  of  merchandise  sold.  It  is  to  these  factors  that  management  is 
directing  its  efforts.  While  it  appears  quite  improbable  that  new  high  records 
of  sales  and  earnings  will  result,  it  is  felt  that  reasonable  earnings  on  the 
stockholders’  investment  may  be  expected. 
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The  Company's  Funded  Debt 

On  December  31,  1947,  the  Company  sold  $23,000,000  of  its  $}/%%  notes  due 
December  31,  1967,  to  two  life  insurance  companies  at  face  amounts.  In  anticipation  of 
the  February,  1949,  repayment  provisions  of  the  notes,  a  payment  of  $730,000  was 
made  during  the  year  1948,  reducing  the  outstanding  amount  of  the  notes  to  $24,250,000 
at  the  close  of  the  year. 

Sinking  Fund: 

The  notes  provide  for  a  sinking  fund  that  will  amortize  78%  of  the  face  amount 
prior  to  maturity.  Annual  sinking  fund  requirements  provide  for  payments  on  principal 
of  $750,000  in  each  year  through  1956;  $1,000,000  in  each  of  the  years  1957  through 
I960;  $1,250,000  in  each  of  the  years  1961  through  1964;  and  $1,500,000  in  each  of 
the  years  1965  through  1967. 

Call  Premium : 

The  Company  may  prepay  all  or  any  part  of  the  notes  subsequent  to  1964  without 
penalty.  Prepayments  may  be  made  at  any  earlier  date  upon  payment  of  stated  premiums. 
These  premiums  decline  progressively  from  3%  through  1950  to  .2%  in  1964.  Prepay* 
ments  of  $1,000,000  face  amount,  however,  may  be  made  by  the  Company  at  its  option 
on  any  February  first  without  premium  penalty. 

Additional  Borrowing: 

The  restrictive  covenants  contained  in  the  notes  permit  the  creation  of  additional 
funded  debt  by  the  Company  at  any  time  if,  after  such  debt  has  been  created,  the  net 
current  assets  of  the  Company  and  its  restricted  subsidiaries  are  equal  to  250%,  and 
their  net  tangible  assets  before  deducting  their  funded  debt  are  equal  to  300%,  of  their 
total  funded  debt  then  outstanding,  investments  in  and  advances  to  non-restrictcd  sub¬ 
sidiaries  not  being  included  as  assets  in  computing  such  percentage  coverages.  Under 
these  restrictions,  the  Company  was  free  to  incur  additional  funded  debt  at  January  31, 
1949  of  approximately  seventeen  million  two  hundred  thousand  dollars. 

In  addition,  the  notes  also  permit  restricted  subsidiaries  to  incur  funded  debt  in 
connection  with  the  acquisition  of  real  property  up  to  an  aggregate  of  ten  million  dollars 
at  any  one  time  outstanding,  but  not  in  excess  of  75  %  of  the  cost  or  value  of  the  property. 
Any  funded  debt  so  created  must  thereafter  be  included  by  the  Company  in  computing 
the  additional  amount  of  funded  debt  which  may  be  incurred  under  the  percentages 
mentioned  in  the  above  paragraph. 

N on-Restricted  Subsidiaries: 

The  note  issue  contains  a  provision  that  Alstores  Realty  Corporation,  a  subsidiary 
organized  in  November,  1947,  for  the  purpose  of  owning  real  estate,  is  a  non-restricted 
subsidiary.  It  is  also  provided  that  upon  advance  declaration  of  the  Board  of  Directors 
of  the  Company,  any  subsidiary  organized  or  acquired  thereafter  that  is  not  a  successor 
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of  any  restricted  subsidiary  existing  on  December  31,  1947,  may  be  declared  a  non- 
restricted  subsidiary.  All  non- restricted  subsidiaries  may  incur  debt  without  regard  to  the 
net  tangible  asset  and  net  current  asset  coverages  of  300%  and  250%  mentioned  above. 

The  only  restriction  with  respect  to  non-restricted  subsidiaries  consists  of  a  limita¬ 
tion  on  the  amount  of  funds  that  may  be  invested  in  such  non-restricted  subsidiaries.  The 
effect  of  the  restriction  on  the  amount  of  funds  of  the  Company  and  its  restricted  sub¬ 
sidiaries  that  may  be  invested  in  non-restricted  subsidiaries  is  that  if  funds  cannot  be 
paid  out  as  dividends  on  the  Company's  Common  Stock,  they  cannot  be  so  invested.  The 
two  most  probable  uses  of  the  unrestricted  borrowing  power  of  non-restricted  subsidiaries 
are  real  estate  companies  and  finance  or  discount  companies  for  the  financing  of  customer 
accounts. 

Dividend  Restrictions: 

As  is  customary  in  connection  with  funded  debt,  there  are  provisions  in  the  notes 
concerning  the  subject  of  dividends.  There  are  no  restrictions  applicable  to  dividend 
payments  on  the  Company’s  Preferred  Stock  now  authorized.  Dividends  may  be  declared 
and  paid  on  the  Company's  Common  Stock  at  the  discretion  of  the  Board  of  Directors 
unless  immediately  thereafter  net  current  assets  and  net  tangible  assets,  as  described 
above,  are  less  than  250%  and  300%,  respectively,  of  the  total  amount  of  funded  debt, 
as  described  above,  or  unless  net  tangible  assets  of  the  Company  and  its  restricted  sub¬ 
sidiaries  after  deducting  their  funded  debt  and  excluding  investments  in  non-restricted 
subsidiaries,  are  less  than  $75,000,000. 

As  of  January  31,  1949  the  excess  over  the  250%  requirement  was  $25,810,182; 
the  excess  over  the  300%  requirement  was  $52,101,806;  and  the  excess  over  the  seventy- 
five  million  dollar  requirement  was  $25,601,806.  Accordingly,  as  of  that  date,  up  to 
$25,601,806  of  the  existing  earned  surplus  could  be  paid  as  dividends  on  the  Common 
Stock  free  from  any  restriction  of  the  note  issue. 

General: 

From  the  above  figures  it  is  clear  that  the  restrictive  provisions  of  the  notes  on 
dividend  payments  on  the  Common  Stock  are  not  presently  operative  and  that  there 
would  have  to  be  a  major  change  in  the  Company's  financial  condition  before  they 
would  become  operative.  It  is  also  clear  that  the  restrictive  provisions  against  additional 
borrowing  constitute  no  burden  to  the  Company  at  present  or  in  the  foreseeable  future. 
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National  Distribution  of  Allied  Stores’  Sales 


Diversification  is  a  fundamental  of  investment.  It  is  also  a  fundamental 
operating  principle  of  the  Company.  There  is  much  diversity  inherent  in  the 
department  store  business.  The  varied  lines  of  merchandise  carried  enables  a 
department  store  to  shift  its  emphasis  at  any  time  away  from  those  lines  of 
declining  potentials  into  lines  in  which  consumers  have  an  increasing  interest. 
The  relatively  wide  range  of  qualities  represented  in  a  department  store  also 
affords  opportunity  for  shifts  in  price  line  emphasis  to  meet  changes  in 
economic  conditions  and  consumer  psychology. 

Effort  has  been  directed  toward  the  attainment  of  balance  between  the 
Company's  representation  in  a  region  and  the  proportionate  population  and 
consumer  income  of  such  region.  In  seeking  such  a  balance,  preference  has 
been  given  to  consumer  income  as  a  guiding  factor  as  against  population.  The 
higher  average  income  areas  offer  greater  potentials  for  the  types  of  stores 
operated  by  the  Company.  A  map  is  included  herein  showing  the  distribution 
of  the  Company's  business  by  regions  in  comparison  with  the  population  and 
consumer  income  of  the  regions.  These  comparisons  are  in  terms  of  percent  to 
total  country  figures. 

A  study  of  the  map  and  tabulation  appearing  thereon  shows  that: 

1.  The  Company's  sales  distribution  by  regions  follows  closely 
the  distribution  of  population  and  consumer  income  in  most  of  the 
principal  areas. 

2.  The  Company's  business  is  concentrated  to  somewhat  more 
than  a  statistical  balance  with  population  and  consumer  income  figures 
in  the  higher-than-average  per  capita  income  area  of  the  northeast.  It 
is  also  somewhat  concentrated,  but  to  a  lesser  degree,  in  the  more 
rapidly  growing  southwest  and  far  west. 

3.  The  Company's  representation  is  relatively  light  or  below 
population  and  current  income  figures  in  the  relatively  low  average 
per  capita  income  area  of  the  southeast  and  the  undiversified  area 
of  the  west. 

4.  The  Company’s  business  in  the  middle  east  states  and  central 
regions  is  slightly  below  both  the  population  and  consumer  income 
figures.  Current  expansion  in  Cleveland,  Columbus  and  Grand  Rapids 
will  correct  this  disparity  in  the  central  region. 
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The  Company's  Capital  Stocks 
Preferred  Stock 

The  Company's  charter  was  amended  in  1945  to  authorize  the  issuance  of  300,000 
shares  of  $100  par  value  Cumulative  Preferred  Stock  at  such  times  and  under  such  terms 
as  the  directors  of  the  Company  might  decide.  Coincidentally  with  the  redemption  of  a 
previously  authorized  issue  of  the  Company’s  Preferred  Stock  and  a  cancellation  of  the 
authorization  of  same,  the  Company  issued,  on  September  19,  1945,  200,000  shares  of 
this  new  stock  bearing  a  4%  dividend  rate.  The  annual  sinking  fund  requirement  on  this 
stock  is  2%  of  the  greatest  amount  ever  issued.  This  stock  shares  voting  rights  with  the 
Common  Stock  on  a  share  for  share  basis  and  may  elect  two  directors  if  dividends  are  in 
default  for  six  quarterly  periods. 

Of  the  200,000  shares  originally  issued,  188,400  shares  were  outstanding  at  the 
beginning  of  the  year,  eight  thousand  shares  having  been  purchased  and  retired  prior 
thereto  to  meet  sinking  fund  requirements,  and  an  additional  3,600  shares  having  been 
purchased  and  held  in  the  treasury.  During  the  year,  500  shares  were  purchased  and 
4,000  shares  were  retired  to  meet  sinking  fund  requirements  of  1948,  leaving  100  shares 
in  the  treasury  at  the  close  of  the  year  and  available  to  meet  future  sinking  fund  require¬ 
ments.  As  a  result  of  the  cancellation  and  retirement  of  the  12,000  shares  to  meet  the 
annual  sinking  fund  requirements  of  the  years  1946,  1947  and  1948,  the  original 
authorization  of  300,000  shares  has  been  reduced  to  288,000  at  the  close  of  the  year. 

Ownership: 

Excluding  stock  in  the  names  of  brokers  and  known  nominees,  on  April  1,  1 949, 
there  were  2,285  holders  of  record  of  the  Company’s  Preferred  Stock.  This  compares 
with  1,872  one  year  earlier.  The  following  summary  shows  the  number  of  such  holders 
classified  by  the  number  of  shares  held: 


Holders  of :  Holders  of: 


1 

to 

10  shares 

688 

101  to 

500  shares 

129 

11 

to 

25 

634 

501  to 

1000 

4 

26 

51 

to 

to 

50 

100 

552 

263 

over 

1000 

15 

Earnings  in  Relation  to  Preferred  Stock: 

Consolidated  net  earnings  of  the  Company  for  each  of  the  last  five  years  expressed 
in  terms  of  ratio  to  current  Preferred  Stock  dividend  requirements  and  of  earnings  per 
share  of  Preferred  Stock  outstanding  on  January  31,  1949  follows: 

Preferred  Stock  Earnings  per 

Dividend  Requirements  Share  of 

Times  Earned  Preferred  Stock 


1948 .  21.0  $84.12 

1947 .  18.1  72.50 

1946 .  24.5  97.81 

1945 .  11.1  44.55 

1944 .  9.6  38.48 


.  23  . 


Company  Net  Worth  in  Relation  to  Preferred  Stock: 

Net  current  assets— current  assets  minus  current  liabilities— at  the  close  of  each  of 
die  past  five  years,  and  net  assets— total  assets  minus  total  liabilities  and  reserves— are 
expressed  in  terms  of  per  share  of  Preferred  Stock  outstanding  on  January  31,  1949  in 
the  following  tabulation : 

Net  Current  Net  Assets 

Assets  per  Share  per  Share  of 

of  Preferred  Stock  Preferred  Stock 


1948 .  $453.42  $548.02 

1947... .  430.26  491.94 

1946 .  345.47  458.94 

1945 . 258,63  325.23 

1944 . . .  247.19  306.86 


Common  Stock 


There  were  2,073,907  shares  of  the  Company’s  Common  Stock  outstanding  at  the 
beginning  of  the  year.  The  acquisition  of  the  assets  of  The  Fashion  Company,  Columbus, 
Ohio,  on  an  exchange  of  stock  basis  resulted  in  the  issuance  of  34,015  shares  of  the 
Company's  Common  Stock,  At  the  dose  of  the  year,  there  were  outstanding  2,107,922 
shares  of  the  Company's  Common  Stock,  Excluding  stock  in  the  names  of  brokers  and 
known  nominees,  on  April  1,  1949,  there  were  17,574  holders  of  the  Company's 
Common  Stock,  This  compares  with  16,870  such  holders  one  year  earlier.  The  following 
summary  shows  the  number  of  such  holders  of  the  Company's  Common  Stock  dassified 
by  the  number  of  shares  held: 


Holders  of: 

1  to  25  shares 

7,800 

Holders  of : 

501  to  1000  shares 

131 

26  to  50 

3,513 

1001  to  5000 

76 

51  to  100 

3,928 

over  5000 

15 

101  to  500  M 

2,111 

Total 

17,574 

Earnings  and  Asset  Values: 

Common  Stock  equity— total  assets  minus  liabilities,  reserves  and  Preferred  Stock— 
is  shown  in  total  and  in  terms  of  per  share  of  Common  Stock  outstanding  at  the  dose  of 
each  of  the  past  ten  years  on  a  graph  on  page  25.  Earnings  for  the  year,  dividends  paid 
in  the  year  and  Common  Stock  equity  at  the  close  of  the  year  are  shown  on  a  per  share 
basis  for  each  of  the  past  five  years  below: 

Earnings  per  Dividends  per  Equity  per 

Share  of  Share  of  Share  of 

Common  Stock  Common  Stock  Common  Stock 


1948 .  $7.14  $3.00  $39-94 

1947 .  6.20  3.00  35.49 

1946 .  8,52  1.90  32.35 

1945 .  4.05  1.45  22,7S 

1944 .  3.42  1.00  20.40 
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TOTAL  COMMON  STOCK  EQUITY 

AND 

BOOK  VALUE  OF  COMMON  STOCK 


TOUCHE,  NIVEN,  BAILEY  &  SMART 

CERTIFIED  PUBLIC  ACCOUNTANTS 


233  BROADWAY 

NEW  YORK  7,  N.  Y. 


April  28,  1949. 


Board  of  Directors, 

Allied  Stores  Corporation, 

New  York,  New  York. 

We  have  examined  the  consolidated  balance  sheet  of  Allied  Stores  Corporation 
and  subsidiaries  consolidated  as  of  January  31,  1949,  and  the  related  consolidated  state¬ 
ments  of  earnings  and  common  stockholders'  equity  for  the  year  then  ended.  Our 
examination  was  made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  of  the  accounting  records  and  such  other  auditing  pro¬ 
cedures  as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  the  accompanying  consolidated  balance  sheet  and  consolidated 
statements  of  earnings  and  common  stockholders'  equity  present  fairly  the  consolidated 
financial  position  of  Allied  Stores  Corporation  and  its  subsidiaries  consolidated 
at  January  31,  1949,  and  the  consolidated  results  of  their  operations  for  the  year  then 
ended,  in  conformity  with  generally  accepted  accounting  principles  applied  on  a  basis 
consistent  with  that  of  the  preceding  year. 

TOUCHE,  NIVEN,  BAILEY  &  SMART 

Certified  Public  Accountants . 


ALLIED  STORES  CORPORATION 
AND  SUBSIDIARIES  CONSOLIDATED 


Consolidated  Statement  of  Earnings 
for  the  Fiscal  Year  Ended  January  31,  1949 


Net  Sales  (including  leased  departments) 
Cost  of  goods  sold . 


Gross  margin 


Operating  expenses: 

Administrative,  buying,  occupancy,  publicity,  general  and 
selling  expenses,  including  provision  for  estimated  fosses 


on  collections  (less  carrying  charges  to  customers  on  de¬ 
ferred  accounts )  . . . . . . .  $94,928,059 

Rent  (including  $356,301  to  AI stores  Realty  Corporation)....  8,272,006 

Provision  for  depreciation  and  amortization . . .  2,684,755 

Maintenance  and  repairs  . . . .  2,571,677 


Operating  earnings 


Deductions  from  earnings— net: 

Interest  paid  . ..... . .  $  878,633 

Non-operating  deductions  .  436,028 


$  1,314,661 

Less  non-operating  income  . . . . . .  .  254.216 

Earnings  before  federal  income  taxes . 

Provision  for  federal  income  taxes . 


Consolidated  net  earnings  for  year 


See  notes  to  financial  statement  r. 


$419,227,618 

284,305,164 

$134,922,454 


108,456,497 

$  26,465,957 

1,060,445 
$  25  405,512 

9,600,000 

$  15,805,512 
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ALLIED  STORES  CORPORATION 
AND  SUBSIDIARIES  CONSOLIDATED 


Consolidated  Balance  Sheet,  January  31,  1 949 


Current  Assets: 


ASSETS 


Cash  . ... . 

Accounts  and  notes  receivable— customers: 


Current  accounts  .  $3-4,231,314 

Deferred  accounts  and  notes .  20,884,500 


Less  allowances  for  losses  on  collection  and  for  deferred 
carrying  charges  . . 


Accounts  receivable^-suppliers  and  miscellaneous . 

Merchandise  inventories  (Note  A)  . 

Claimable  refunds  of  federal  income  taxes  of  prior  years . 

Prepaid  expenses: 

Prepaid  rent,  taxes,  insurance  premiums  and  other 
expenses  . . . . . . . . . . 

Inventories  of  supplies  . . 

Total  current  assets  . . . . 


$55,115,814 

3,236,958 


$  1,299,367 
1,896,888 


Other  Assets; 

Insurance  and  other  deposits .  $  475,055 

Investments  and  miscellaneous  assets  .  1,189,615 


Investment  In  and  Advances  to  Aistov es  Realty  Corporation 


(100%  Owned)— See  statements  pages  32  and  33 . 

Property  and  Equipment: 

Land,  at  cost . . .  $  2,053,778 

Buildings  and  equipment  on  owned  properties,  at  cost,  less 

accumulated  depreciation  of  $363,093  .  760,056 

Buildings  and  improvements  to  leased  properties,  at  cost,  less 

accumulated  amortization  of  $2,970,704  .  12,627,711 

Store  fixtures  and  equipment,  at  cost,  less  accumulated  de¬ 
preciation  of  $6,041,795  . . 14,836,151 

Buildings  and  other  improvements  in  course  of  construction, 

at  cost . 7,711,450 

Unamortized  Long-Term  Note  Expense 


Goodwill  and  Other  Intangible  Assets 


See  notes  to  financial  statements. 


$  9,992,51 2 

51,878,856 

2,470,343 

53,759,200 

2,077,957 

3,196,255 

$123,375,123 

1,664,670 

2,269,945 


37,989,146 

100,343 


$165,399,228 
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ALLIED  STORES  CORPORATION 
AND  SUBSIDIARIES  CONSOLIDATED 

Consolidated  Balance  Sheet ,  January  31 , 1949 
LIABILITIES 

Current  Liabilities: 

Accounts  payable . . . . 

Accrued  accounts . . . . . . . . 

Taxes  (other  than  federal  income  taxes) . . . 

Federal  income  taxes . . . . . . 

Total  current  liabilities  . 


3  Vg %  Promissory  Notes  Payable  from  1950  to  1967  (Note  B) 


Stockholders *  Equity: 

Cumulative  preferred  stock,  par  value  $100  per  share: 
Authorized— 288,000  shares,  Issued— 4%  series  (Note  C) 


—188,000  shares,  less  100  shares  held  in  treasury .  $18,790,000 

Common  stockholders’  equity,  see  following  page .  84,182,094 


See  notes  to  financial  statements. 


£  16,136,225 
7,065,766 
4,148,539 
10,826,604 

$  38,177,134 


24,250,000 


102,972,094 


$165,399,228 
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ALLIED  STORES  CORPORATION 
AND  SUBSIDIARIES  CONSOLIDATED 

Consolidated  Statement  of  Common  Stockholders'  Equity 
for  the  Fiscal  Year  Ended  January  31,  1949 


Common  Stock: 

Amount  of  capital  fixed  by  the  Board  of  Directors  at  $1.00 
per  share: 

Amount  at  January  31,  1948  —  2,073,907  shares .  $  2,073,907 

Issued  during  year  for  acquisition  of  The  Fashion 

Company  —  34,013  shares .  34,015 


Amount  at  January  31,  1949  —  2,107,922  shares . 

Additional  amounts  received  for  shares  issued  in  excess  of 


fixed  amount  of  $1.00  per  share,  and  discounts  on  repurchase 
of  preferred  stock  (capital  surplus): 

Amount  at  January  31,  1948 .  $22,858,451 

Additions  in  connection  with  shares  issued  for  The 

Fashion  Company  .  1,074,420 

Cancellation  of  reserve  for  contingencies .  500,000 

Discount  on  repurchase  of  cumulative  preferred  stock 

during  year . 8,429 


Amount  at  January  31.  1949. 


Earnings  retained  jor  use  in  the  business  since  June  1,  1935 
(earned  surplus) : 

Amount  at  January  31,  1948 .  $48,663,804 

Add  consolidated  net  earnings  for  year  ended  January 

31,  1949  .  15,805,512 


$64,469,316 


Deduct  cash  dividends: 

On  cumulative  preferred  stock,  4%  series  —  four 

quarterly  dividends  paid  .  $  752,100 

Less  declared  and  provided  for  at  January  31,  1948  188,400 


$  563,700 

On  common  stock— four  quarterly  dividends  of 

$,75  per  share .  6,272,744 


$  6,836,444 


Amount  at  January  31,  1949,  of  which  $32,031,066  is 
restricted  by  provisions  of  the  3Va%  promissory  notes 
from  the  payment  of  dividends  on  common  stock . 


Total  common  stockholders'  equity . 

See  notes  to  financial  statements. 


$  2,107,922 


24,441,300 


57,632,872 

$84,182,094 
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ALLIED  STORES  CORPORATION 
AND  SUBSIDIARIES  CONSOLIDATED 


Notes  to  Financial  Statements 


(A)  The  amounts  for  inventories  of  merchandise  on  hand  at  January  31,  1949  were  generally 
stated  on  the  basis  of  cost  or  market,  whichever  is  lower,  as  determined  by  the  retail  inventory 
method,  net  of  discounts,  using,  as  to  certain  inventories,  the  last-in,  fust-out  principle  based 
on  published  indexes  of  price  changes  since  January  31,  1941.  The  inventories  based  on  the 
last-in,  hrst-out  principle  are  stated  at  $5,441,976  less  than  if  this  principle  had  not  been  followed. 

(B)  Under  the  terms  of  the  3 V&%  promissory  notes  due  1967,  the  Corporation  is  obligated  to 
pay  annual  instalments  of  principal  on  February  1  of  each  year  in  the  amount  of  $750,000  from 
1950  to  1956,  $1,000,000  from  1957  to  I960,  $1,250,000  from  1961  to  1964,  and  $1,500,000 
from  1965  to  1967. 

(C)  The  4%  Series  of  cumulative  preferred  stock  may  be  redeemed  in  whole  or  in  part  at  any 
time  up  to  October  l,  1950  at  $102  per  share  plus  accrued  dividends,  and  at  reduced  premiums 
thereafter.  In  the  event  of  voluntary  liquidation,  the  holders  of  such  stock  are  entitled  to  the 
current  redemption  price,  other  than  for  sinking  fund  requirements,  and  in  the  event  of  in¬ 
voluntary  liquidation  to  $100  per  share  and  accrued  dividends. 

Under  the  terms  of  the  Certificate  of  Incorporation,  the  Corporation  is  obligated  on  or  before 
December  31  of  each  year  to  acquire  4,000  shares  of  cumulative  preferred  stock,  4%  Series, 
at  the  sinking  fund  redemption  price  of  $100  per  share,  or  by  purchase  not  exceeding  such 
redemption  price.  The  Corporation  has  complied  with  such  requirement  up  to  January  31,  1949, 
and  is  holding  100  shares  in  treasury  for  future  requirements. 
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ALSTORES  REALTY  CORPORATION 

Balance  Sheet,  January  31,  1949 


ASSETS 


Current  assets: 

Cash  . . . . . . . . - . .  $  70,149 

Other  current  assets . * .  4,906 


$  75,055 

Property  and  equipment  (Note  A)  .  12,82  5,859 

Unamortized  long-term  debt  expense .  102,003 


$13,002,917 

LIABILITIES 


Current  liabilities: 

Accounts  payable  and  accrued  interest  . . .  $  151,900 

Portion  of  long-term  debt  due  within  one  year .  340,100 

Federal  income  taxes .  4,300 


$  496,300 

Advances  from  Allied  Stores  Corporation  .  2,019,945 

Long-term  debt  (Note  B)  due  after  one  year . .  10,212,600 


Stockholder’s  Equity: 

Capital  stock  — par  value  $100  per  share: 

Authorized  5,000  shares  —  issued  2,500  shares .  $  250,000 

Earnings  retained  for  use  in  the  business . . .  24,072  274,072 

$13,002,917 

See  notes  to  financial  statements. 


Statement  of  Earnings  and  Earnings  Retained  for  Use  in  the  Business 
for  the  Fiscal  Year  ended  January  31,1 949 


Rental  income  from  affiliated  companies . . . .  $356,301 

Deduct: 

Provision  for  depreciation  and  amortization .  $136,346 

Interest  paid  .  197,456 

Other  . . . . . . . .  3,337  337,139 

Earnings  before  federal  income  taxes  .  $  19,162 

Provision  for  federal  income  taxes  . .  4,300 

Net  earnings  for  year . . . . . . . .  $  14,862 

Earnings  retained  for  use  in  the  business  at  January  31,  1948 .  9,210 

Earnings  retained  for  use  in  the  business  at  January  31,  1949  $  24,072 
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ALSTORES  REALTY  CORPORATION 

Noles  to  financial  statements 

(A)  Property  and  equipment  is  stated  at  cost  less  accumulated  depreciation  of  $151,396  and  is 
all  under  long-term  lease  to  Allied  Stores  Corporation  or  to  its  consolidated  subsidiaries,  guar¬ 
anteed  by  Allied  Stores  Corporation.  It  is  summarized  as  follows; 


Subject  to 


First  mortgage  3Vi% 
sinking  fund  bonds 

Other  Not  coll  at- 

Total 

Due  1968 

Due  1973 

mortgages 

eralized 

Land  . . . . . 

Buildings  and  equipment  on: 

Owned  properties  . 

Leased  properties  . 

Construction  in  progress . 

$  5,345,917 

5,033,273 

2,071,237 

375,432 

$3,253,553 

2,673,154 

2,071,237 

$1,104,045 

2,079,910 

337,932 

$  932,090 

280,209 

356,229 

37,500 

$12,825,859 

$7,997,944 

$3,521,887 

$1,212,299 

$93,729 

(B)  Long-term  debt  comprises  the  following; 

First  mortgage  3p2%  sinking  fund  bonds  due  1968  (Note  C)  . $ 

First  mortgage  $l/2%  sinking  fund  bonds  due  1973  (Note  D)—  Authorized  $3, 400,000, 

issued  $2,500,000,  reduced  by  amortization  to . . 

First  mortgage  bonds,  3  to  4%,  due  1951  and  1957 . 

7,499,000 

2,417,000 

636,700 

$10,552,700 

Less  portion  due  within  one  year,  included  in  current  liabilities  .  340,100 

$10,212,600 

All  long-term  leases  to  Allied  Stores  Corporation  and  its  consolidated  subsidiaries  are  pledged 
as  collateral  for  the  applicable  indebtedness. 

(C)  The  Corporation  purchased  properties  now  stated  on  its  books  at  $7,997,944  subject  to  first 
mortgage  sinking  fund  bonds  of  the  selling  corporation  of  $7,555,000  (now'  reduced  to 
$7, 499, 000)  secured  only  by  such  properties.  The  Corporation  did  not  assume  such  bonds.  The 
indenture  provides  for  quarterly  payments  of  $122,769  ($94,438  on  and  after  January  14,  1954) 
for  interest  and  sinking  fund,  without  premium.  The  bonds  may  be  redeemed  in  whole  or  in  part 
under  certain  conditions  either  at  par  or  with  a  premium  varying,  according  to  time  and 
circumstances,  up  to  2%. 

(D)  The  indenture  relating  to  first  mortgage  3Vi%  sinking  fund  bonds  due  1973  provides 
for  quarterly  payments  of  $42,500  for  interest  and  sinking  fund,  without  premium.  The  Corpo¬ 
ration  has  the  right  to  redeem  during  each  year  commenting  January  15,  1949,  up  to  $170,000 
principal  amount  of  bonds  without  premium.  Commencing  January  15,  1953  the  Corporation 
may,  in  addition,  redeem  bonds  in  whole  or  in  part  at  principal  amount  plus  a  premium  of 
2%  declining  Y2%  annually  thereafter. 

ACCOUNTANTS'  REPORT 

Board  of  Directors, 

Alstores  Realty  Corporation, 

New  York,  New  York. 

We  have  examined  the  balance  sheet  of  Alstores  Realty  Corporation  as  of  January  31, 
1949,  and  the  related  statement  of  earnings  and  earnings  retained  for  use  in  the  business  for  the 
year  then  ended.  Our  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly  included  such  tests  of  the  accounting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  the  accompanying  balance  sheet  and  statement  of  earnings  and  earnings  re¬ 
tained  for  use  in  the  business  present  fairly  the  financial  position  of  Alstores  Realty  Corpo¬ 
ration  at  January  31,  1949,  and  the  results  of  its  operations  for  the  year  then  ended,  in  conformity 
with  generally  accepted  accounting  principles  applied  on  a  basis  consistent  with  that  of  the  pre¬ 
ceding  year. 

TOUCHE,  NIVEN,  BAILEY  &  SMART 
Certified  Public  Accountants. 

New  York,  New  York 
April  28,  1949 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES  CONSOLIDATED 

Comparative  Consolidated  Balance  Sheets —  January  31,  1939-1949 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES  CONSOLIDATED 

Comparative  Consolidated  Statements  of  Common  Stockholders’  Equity  —  January  31, 1939-1949 
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Total  Common  Stockholders’ Equity  $14,781,300  $17,236,303  $19,102,410  $23,353,598  $27,116,239  $31,718,066  $36,066,309  $41,111,173  $66,734,726  $73,596,162  $84,182,094 


STORES  OWNED  BY 

ALLIED  STORES  CORPORATION 


Store 

City 

Managing  Director 

Polsky’s 

Akron,  Ohio 

Earl  D.  Warner 

O’Neill's 

Baltimore,  Md. 

Robert  B.  Rail 

Jordan  Marsh 

Boston,  Mass. 

Edward  R.  Mitton 

Troutman's 

Butler,  Pa, 

Floyd  S.  Allen 

Roll  man’s 

Cincinnati,  Ohio 

George  B,  Jacobs 

Davis’ 

Cleveland,  Ohio 

George  Rothen 

Lindner’s 

Cleveland,  Ohio 

E.  Perkins  McGuire 

The  Fashion 

Columbus,  Ohio 

Allen  Gundersheimer 

Morehouse-Martens 

Columbus,  Ohio 

George  L.  Deegan 

Troutman’s 

Connellsville,  Pa. 

R.  M.  Evans 

Titche-Goettinger 

Dallas,  Texas 

William  J.  Brown 

Troutman’s 

DuBois,  Pa. 

Robert  C.  Bitner 

Laubach's 

Easton,  Pa. 

Harry  J.  Schwartz 

Rumbaugh-MacLain 

Everett,  Wash, 

James  E.  Wells 

Herpolsheimer’s 

Grand  Rapids  and  Muskegon,  Mich. 

C.  Orrin  Ransford 

Paris  of  Montana 

Great  Falls,  Mont. 

Irby  Schober 

Meyer’s 

Greensboro,  N.  C, 

Joseph  T,  Martin 

Troutman’s 

Grcensburg,  Pa. 

Edwin  S.  Lauffer 

Pomeroy's 

Harrisburg,  Pa. 

Charles  A.  Holmes 

Joske’s  of  Houston 

Houston,  Texas 

George  A.  Mansfield 

Troutman’s 

Indiana,  Pa. 

Stacy  L,  Peck 

Field’s 

Jackson,  Mich. 

F.  R.  Ingram 

Ghrtz 

Jamaica,  N.  Y. 

Ralph  F.  Waltz 

Peck’s 

Kansas  City,  Mo. 

Donald  J.  Tobin 

Reed’s 

Latrobe,  Pa, 

H.  P.  Reed 

Muller’s 

Lake  Charles,  La. 

Adolph  S,  Marx 

Bon  Ton 

Lebanon,  Pa. 

Max  Heller 

Bon  Marche 

Lowell,  Mass. 

Carl  B.  Wenigmann 

Guggenheimer’s 

Lynchburg,  Va. 

Sefton  Abbott 

Joslin's 

Malden,  Mass. 

B.  L.  Dickehut 

Donaldson’s 

Minneapolis,  Minn,  and  Rapid 

City,  South  Dakota 

Kenneth  G.  Iverson 

Quackenbush 

Paterson,  N.  J. 

Harry  D.  Adamy 

Waite's 

Pontiac,  Mich. 

Howard  Van  Dusen 

POxMEROYS 

Pottsville,  Pa. 

Robert  B.  Gable 

Pomeroy’s 

Reading,  Pa. 

Leo  S.  Hubbard 

Joske’s  of  Texas 

San  Antonio,  Texas 

Edward  C.  Sullivan 

Levy’s  of  Savannah 

Savannah,  Ga. 

Lester  E.  Hanf 
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STORES  OWNED  BY 


ALLIED  STORES  CORPORATION  (Continued) 


Store 

City 

Managing  Director 

Bon  Marche 

Seattle,  Wash. 

Rex  L.  Allison 

Bon  March£ 

Spokane,  Wash. 

Walter  B.  Reiter 

Heer’s 

Springfield,  Mo. 

Felix  W.  McClerkin 

Golden  Rule 

St.  Paul,  Minn. 

Philip  J.  Troy 

Dey  Brothers 

Syracuse,  N.  Y. 

John  P,  Fitzgibbons 

Fisher’s 

Tacoma,  Wash. 

Knute  Kristell 

Maas  Brothers 

Tampa  and  St.  Petersburg,  Fla. 

Jerome  A.  Waterman 

Metzger-Wright 

Warren,  Pa. 

W.  H.  Wright 

Black’s 

Waterloo,  Iowa 

Ernest  E.  Baily 

Pomeroy’s 

Wilkes-Barre,  Pa. 

Nathan  L.  Foreman 

Barnes-Woodin 

Yakima,  Wash. 

R.  A.  Stewart 

{  Boise,  Idaho 

R.  E.  Harrison 

1  Idaho  Falls,  Idaho 

William  Kyle 

Anderson’s: 

(  Lewiston,  Idaho 

Frank  Fix 

j  Ogden,  Utah 

J.  H.  Pennington 

\  Richland,  Wash. 

M.  G.  Swain 

(Also  twelve  other  branches  in  Idaho,  four  in  Oregon,  two  in  Washington, 
two  in  Colorado,  and  one  in  Utah) 


Represented  in  the  domestic  markets  by  a  wholly-owned  subsidiary 


ALLIED  PURCHASING  CORPORATION 
1440  Broadway,  New  York  18,  N,  Y. 
1413  Merchandise  Mart,  Chicago  54,  IU- 
756  South  Broadway,  Los  Angeles  14,  Calif. 


Represented  in  foreign  markets  by  a  wholly-owned  subsidiary 

METASCO,  INC. 

1440  Broadway,  New  York  18,  N.  Y. 

11  Berkeley  Street,  London  W  1,  England 
10  Rue  Clement  Marat,  Paris  VIII,  France 
Kanko,  Meguro,  Tokyo,  Japan 
64  Rasinovo  Nabrezi,  Prague,  Czechoslovakia 

Agencies  in  Milan,  Florence,  Stockholm,  Brussels,  Zurich,  Berlin , 
Lisbon,  and  Vienna 
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With  great  sorrow,  we  report  the  death  on  January 
31,  1949,  of  Mr.  Robert  W.  Pyke,  a  Vice-President  of 
the  Company  since  1940  and  a  director  of  the  Com¬ 
pany  since  1942. 

Mr.  Pyke  was  President  and  Managing  Director  of 
the  Quackenbush  Company,  Paterson,  New  Jersey,  a 
subsidiary,  from  1930  until  his  election  as  a  Vice- 
President  of  the  Company  in  1940. 


New  Northgate  Branch  of  the  Bon  Marche 
Seattle,  Washington 


NOW  finder  construction  and  scheduled  for  completion  in  early  1950,  this 
branch  of  Seattle' s  famous  downtown  store  tail l  he  located  in  a  large 
suburban  development— a  new  $12,000,000  business  and  shopping  center  com¬ 
prising  60  acres  in  Northgate,  a  few  miles  north  of  Seattle3 s  downtown  shopping 
area.  The  Northgate  shopping  center  is  within  fifteen  minutes  driving  time 
from  the  homes  of  335,000  people— the  above-average  income  group  of  the 
area.  This  branch  store  will  cost  approximately  $3,000,000;  will  contain 
200,000  square  feet  of  floor  space  in  a  building  embracing  the  latest  develop¬ 
ments  of  department  store  construction ;  and  will  have  parking  facilities  for 
4,000  cars. 
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